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Abstract 
System approach in strategic management enables managers to take well-grounded long-term managerial decisions 
basing upon their notion of the overall state of business, as well as to make decisions on the improvement of the 
management system or its individual elements at each stage of business development. Therefore, business management 
system, including financial management system, turns into a system of continuous improvement. Furthermore, 
synergetic effect of application of the system of “continuous improvement” far exceeds the cumulative effect of 
applying each management method and tool separately. Every manager who is planning to implement any “regular 
improvement” in the current system of company management is interested in one and the same question: whether it is 
possible to measure a potential economic effect of introduction of an innovative measure and how the effectiveness of 
the improved management system can be evaluated? This article is the continuation of the authors’ article “Improving 
Financial Management System for Multi-business companies” (Savina&Kuzmina-Merlino, 2014) and provides an 
overview of the ways of measuring the effectiveness of an improved financial management system. The result of the 
article is the framework to assess the effectiveness of the developed financial management system for a multi-business 
company, using the expertise-oriented evaluation approach. 
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1. Introduction 
Any changes in the business management system require certain expenditure. Therefore, company 
managers prior to implementation of any improvements in their management system would like to make 
sure that such improvements would prove viable. Questions of assessing effectiveness of company 
management system as a whole or of its individual sub-systems while making managerial decisions on their 
implementation turn into an urgent issue of modern management. Typical questions arise in the process of 
solving this issue: 
x Is it possible to evaluate the effectiveness of management system (either newly developed or 
improved) before it is introduced? 
x What methods of assessment are practicable to use? 
x What would be the degree of reliability of such estimates? 
The results of the study conducted by the authors of the article show that the answers to the above 
questions can be obtained by applying expertise-oriented method in the assessment of company’s potential 
future benefits as a result of the work on improvement of its financial management system. 
2. Literature Review 
The informational background of the paper is based upon the fundamental research, scientific 
publications, materials of international conferences, publications in periodicals and analytical resources.  
Relevancy of the system approach in business management grows along with the growth of companies, 
introduction of new lines of business, and increase in complexity of products (Leyens, 2011). Companies 
become increasingly multi-business in their nature. A multi-business company is understood as a company 
operating on different markets (Greve, 2003) and/or carrying out its activities through several structural 
units. Management of any company in practice is obviously based upon certain long-term strategy (if such 
strategy has been developed) and policy, which in each individual case has its own internal logic and its 
own particular features. 
To achieve specific goals and solve given tasks many companies implement and effectively operate 
various management models or individual management tools. Introduction of numerous concepts of 
“improvement” of company management, including Business Process Management, Total Quality 
Management (hereinafter referred to as TQM), (Brady & Cronin, 2001, Murgulets, Klöf & Selivanova, 
2001, Eraghi & Atharinejad, 2012) Business Performance Management, Balanced Scorecard (hereinafter 
referred to as BSC) (Kaplan & Norton, 2008; Kaplan & Norton, 2009), Activity Based Management 
(hereinafter referred to as ABM), Activity Based Costing (hereinafter referred to as ABC) (Kaplan & 
Anderson, 2007, Everaert et al, 2008, Gervais & Levant, 2010), bench marketing, etc., often cause 
confusion for managers.  
A dynamic business environment (Moss et al, 2012) also determines the choice of the form of 
company’s business management (Rogerson, 2010). Therefore, a flexible MS can become the company’s 
competitive advantage providing the ability to respond to the changes in business environment. In situations 
where hired managers carry out strategic control of distribution of items of corporate resources (Lazonick, 
2010) and internal conflict of interests between managers and shareholders (Afsharipour, 2012) also 
manifests itself in inefficiency of management the urgency of system approach in company management 
increases essentially. 
The notion of FMS is based upon the definition of the system. In the works by different authors various 
definitions of this system can be found: one of them “a regularly interacting or interdependent group of 
items forming a unified whole” (Merriam-Webster, 2014). The authors understood FMS of a company as 
an interrelated, scientifically grounded complex of methods and tools for planning, implementation, control, 
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analysis, timely correction, and adjustment of strategic and operative goals, planning system and activities 
of a company (Savina & Kuzmina, 2014). 
In scientific publications (Fitzpatricketal, 2011; Vong, 2013; Aimi, 2014) the methods for assessment 
effectiveness based on expertise-oriented approach are represented quite broadly. Whereby, “effectiveness” 
according to the authors is associated with the achievement of organizational goals. For example, according 
to J. Fitzpatrick (Fitzpatrick et al., 2011), the expertise-oriented approach to evaluation is probably the 
oldest type of formal, public evaluation and, as its name implies, it relies primarily on professional expertise 
to judge the quality of an institution, program, product or activity. However, investigation of this issue in 
the context of practical application of the proposed method allowed the authors to conclude that the main 
problem involves assessment of the effectiveness of financial management system (both newly developed 
and improved) for a multi-business company. 
 
In the course of the research it is supposed to test following hypotheses: 
 
H1: Effectiveness of implementation of a developed or improved financial management system can be 
assessed prior to its introduction.  
H2: Appropriately selected methods and tools for the assessment of effectiveness can form the basis for 
well-grounded managerial decision on the practicability of implementation of the developed (or improved) 
financial management system of a diversified company. 
3. Methodology 
Objective of the research determined the research methodology using multilevel approach to the 
research organization (Mingers et al, 2013; Jefferies, 2011). 
3.1. Research Goal 
The objective of this research is to design a framework for assessing the effectivenessof financial 
management system (hereinafter referred to as FMS) using an expertise-oriented evaluation approach and 
to describe the sequence of application of this method for the assessment of the effectiveness of FMS for a 
multi-business company that has been developed by the authors in their previous studies (Savina & 
Kuzmina, 2014). Within the framework of the set research objective an expertise-oriented evaluation 
approach is considered as a possible tool for making managerial decisions in business. 
3.2. Research Methods 
To carry out the research, to test the hypotheses a qualitative method (monographic method), abstract-
logical method (empirical and theoretical analysis), constructive method of calculation, the method of 
sociological research (expertise), the method of evaluation in analytic hierarchy process (hereinafter 
referred to as AHP), and the assessment of changes of economic potential (hereinafter referred to as EP) 
have been used. 
3.3. Sample and Data Collection 
To prove the advantages of the developed MS of the company primary data obtained in the course of 
expertise using sociological methods have been applied. In order to implement sociological research 
methods AHP evaluation method (Saaty, 2008, 2013), has been used and the changes in EP have been 
evaluated. Collection of data was performed by means of individual method. The following software has 
been used for data processing: Microsoft Excel 2010, MathCAD 15.0 and Matrix 1.0. 
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3.4. Analysis and Results 
The success of introduction of the developed company management system will depend on the 
effectiveness of management of the implementation project and the required resources. It is very important 
to assess the effectiveness of the proposed financial management system prior to taking decision on its 
introduction. Several brain storms have been arranged to answer this question during the preparation phase 
and individual consultations have been conducted. Study of professional literature provided evidence that 
expert methods are used in operational research to solve semi-structured tasks the algorithm of which is 
being studied, as well as for forecasting the results and making decisions. It has been shown that experts’ 
error of forecasts is 5‒10% and it is comparable with the error of many technical calculations (Dressler, 
1972); therefore, in this case it can be considered that quite high reproducibility of experts estimates can be 
achieved (Marschak, 1964). Basing upon review of literature the methods of expert screening, the 
techniques and method of expert survey, and the form of expert evaluation have been specified. 
As a result of brainstorming AH and evaluation of changes in economic potential of the company has 
been chosen as the method of assessment of the developed FMS using expert assessment. 
Basing upon the analysis of scientific and professional literature the authors came to a conclusion that 
the basis of an expertise-oriented approach is formed by three successive steps: 
(1) Phase of expertise preparation, 
(2) Work with the experts, 
(3) Processing of results. 
 Hereafter the three phases will be described in more detail. During the first preparatory phase of 
expertise specialists from academic circles (professors, doctors of economics, mathematics and engineering 
sciences, associated professors) have been engaged to compose the questionnaire, chose expert screening 
methods, the techniques and method of expert survey, and the form of expert evaluation. Practitioners took 
part in the second phase (managers and owners of various companies, economics directors, CFO, manager 
of the department of financial analytics, experts of the Ministry of Transport of the Republic of Latvia, 
Ernst & Young Baltic, and certified financial managers). The third phase involved use of matrix to 
aggregate expert opinions and process the results of the survey and evaluated the changes in EP (has been 
used Microsoft Exel 2010, Mathcad 15.0, Matrix 1.0). More than 40 specialists took part in the survey. 
Qualifications of the involved specialists ensured obtaining of all necessary information on the problem 
and validity of the acquired data. 
The first phase of expertise preparation starting from the procedure of expert screening till experts’ 
evaluation is schematically presented in Figure 1. In the course of expertise criteria for choosing experts 
have been specified and the procedure of expert screening has been described. Competence served as the 
main criteria for expert screening. Attention was focused on the level of awareness and understanding of 
the process (Patton, 2001), i.e. on understanding of the FM process. To evaluate this understanding the 
method of experts’ self-assessment has been applied (Sheregi, 2003; Чернышева, 2009) using an aggregate 
index calculated on the basis of the experts’ evaluation of their knowledge, experience, and independence 
of judgements (Bryman, 2012; Ельмеев & Овсянников, 2013) according to the ranking scale with the 
following points: “high – 1”, “medium – 0.5” and “low – 0”. Experts with the competence index above 0.5 
were enrolled in the survey. 
The following criteria were used to evaluate competence: (k1) work experience in the field of FM of 
companies; (k2) work experience of an expert in financial field; (k3) intuition, ability to predict the logic 
of events; (k4) the level of practical knowledge in the field of management; (k5) the level of theoretical 
knowledge in the field of management; (k6) independence and objectiveness of judgements; (k7) work 
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experience in the company management profile; (k8) systemic knowledge of international technological 
developments and theoretical research in the field of FM; (k9) creative approach to problem solving.  
 
 
Fig. 1. Preparation phase of expertise 
(Designed by the authors) 
Techniques and procedures of expert survey  
Expert surveys have been conducted using both face-to-face and distance methods (Saunders et al, 
2011).  In the course of the expert survey the method of structured in-depth interviews was used with a 
complex of questions identical for all respondents. The interviews were conducted individually during 
meetings in person (Easterby-Smith et al, 2012; Healey, 1991; Jankowicz, 2004), as the contents of 
questions and their extent caused the necessity for additional explanations.  
The aim of the expert survey was to obtain the assessment of the modelled FMS. In order to reach the 
goal of the survey AHP and evaluation of changes in EP have been chosen as the methods of assessment 
of the developed FMS. The developed hierarchy of criteria according to AHP method and an adapted system 
of criteria (accepted in international practice (Lewis-Beck, 1994)) for evaluation of changes in economic 
potential were used as the study tools. 
Expert’ evaluations were presented in a quantitative form using pair-wise comparison and a sum of 
fixed weights. Experts carried out their evaluation using an adapted scale and filling the matrix of pair-wise 
comparison. 
The second phase - work with the experts was conducted in phases and is reflected in the form of 
algorithm in Figure 2. After the preparatory conversations, presentation of the developed FMS and the 
applied methods, and discussion of the questionnaire the specialists were offered to fill in part A of the 
questionnaire (self-assessment). If the self-assessment (part A of the questionnaire) met the set 
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requirements, the experts continued their participation in the survey by filling out parts B and C of the 
questionnaire. The concordance index was used to determine an indirect accuracy of the advanced 
judgements. At this stage 14 experts have been selected for the participation in final evaluation.  
 
 
Fig. 2. Work with experts (flow chart) 
(Designed by the authors) 
Number of experts  
There is no strong opinion in professional literature regarding the number of experts (Huber & Delbecg 
1972; Tinney et al, 1966). The number of experts N was determined with a specified confidence probability 
D and an allowable error H, using the calculation of confidence interval derived from the probability theory 
(Вентцель, 1969; Вентцель & Овчаров, 1983). Considering the fact that the expert evaluation was newly 
developed and there is no possibility of indirect determination of ɐvalue (e.g., according to the results of 
the previous survey), the relative error ɂଵ , a part of ɐwas determined. Relative errorɂଵ  is expressed in 
fractionsɐ.  





,          (1)  
where ɂଵ - maximum permissible relative error determined before the survey and expressed in 
fractions of ɐ (Долгошеин & Азгальдов, 1973). 
ߝଵ ൌ
ఌ
ఙ,          (2)  
where ɂ െ absolute error (Долгошеин & Азгальдов, 1973). 
In case of the number of experts  ൌ ͳͶ maximal acceptable relative error is ɂଵ ൌ Ͳǡͷ and the 
reliability of the experts evaluations (confidence probability) is Ƚ̱ͻͷΨ. Therefore, in order to assess the 
effectivenessof implementation of the developed management system prior to its introduction such 
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method of sociological research as expertise can be applied. It is just necessary to determine a well-
grounded number of experts and to carry out the expertise with several stages.  
This shows of the trueness of the hypothesis (1). 
The third stage involves processing of the results based on analytical hierarchy process. To aggregate 
the experts’ evaluations using analytical hierarchy process geometric average index was taken. 
Determination of average value of experts’ judgements was carried out at the level of matrix elements; 
uniformity of the judgement matrixes drawn by the experts is sufficient. Hierarchy of criteria for the 
evaluation of FMS effectiveness consists of four levels (see Figure 3). Criteria are divided into four groups 
by management phases according to Deming (Deming, 1986, 1993). In order to determine relative 
importance of hierarchy elements a ratio scale was used (Saaty, 2008, 2013; Savina & Kuzmina, 2014). 
 
Fig.3.Hierarchy of criteria for the evaluation of FMS effectiveness (Designed by the authors) 
 
To evaluate applicability and effectiveness of the financial management system developed by the authors 
expertise has been conducted analytic hierarchy process (AHP) has been used as a method for assessment 
of advantages of the developed financial management system. To aggregate the experts’ evaluations using 
analytical hierarchy process geometric average index was taken. The resulting vector of alternative 
priorities has the following values Savina&Kuzmina, 2014): 
x For FM system before improvement: W vector is equal to 0, 247004. 
x For the process-oriented FMS: W vector is equal to 0, 752996. 
Lower level priorities reflect a relative effect on the top of the hierarchy. The analysis of the value of 
the obtained vector shows that more effective is the improved FMS of the company. 
Evaluation of changes in economic potential 
Evaluation of changes in EP of the company was used as a second method of evaluation of FMS 
advantages. Economic potential in economic literature is understood as an integral ability of an economic 
system to exploit available market opportunities and create mechanisms for future development by 
organizing highly effective production of necessary range of products and services in sufficient quantity 
and quality. This ability is objective and related to a limited quantity of strategic resources, optimal use of 
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which ensures achievement of the development goals of the system in the ever-changing conditions of the 
external environment. Economic potential is more often used to evaluate and compare the level of 
development of regions or countries (Thomas et al, 2012; Maio, 2012; Canadian Chamber of Commerce 
report, 2012) or to assess economic potential of a specific project (Kwartin et al, 2008). Economic potential 
is equal with the sum of its forming elements: 
 
ܧ ௙ܲ ൌ σ ଵܲ ൅ σ ଶܲ ൅ σ ଷܲ ൅ σ ସܲ ൅ σ ହܲ      (3) 
where:  P1,2,3,4,5 – the elements of economic potentials. (Стариков, 2008) 
 
The procedure of evaluation of changes in economic potential of the company has been set using an 
expert method and a grading approach in points. For each of the indices its weight has been determined 
using an expert method or a factor score (m) has been assigned, i.e. to what extent this factor characterizes 
economic potential as a function. The total sum of fractions for all indices was equal to one. The changes 
in the level of development of each index (Δd) have been assessed in case of implementation of the 
developed FMS. Changes in the weight of each index (Δw) represent a multiplication of the weight with 
the changes in the level of development: 
 
οݓ௝ ൌ  ௝݉ ൈ ȟ ௝݀          (4) 
 
where οݓ௝ - changes of weight of the index. 
 
Total changes of weight of economic potential of each element (Δp) is determined according to the sum of 
changes of weights of its indices:  
 
ο݌௝ ൌ σοݓ௝         (5)   
 
where ο݌௝- total changes of element weight.  
 
Further each of the elements by means of expert investigation was assigned a degree of significance (k), 
the total sum of which is equal with 1. Changes of economic potential of the company are evaluated 
according to the changes of the resulting weight ΔL calculated as a sum of weight changes (Δp) in all evaluation 
of potentials according to the assigned index of significance (k):  
 
οܮ ൌ σο݌௝ ൈ ௝݇         
 (6); 
 
where οܮ - change of the resulting weight; 
௝݇ - degree of significance; 
ο݌ - change of the degree of significance of the element. 
 
Evaluation factors for economic potential of companies have been grouped by elements and the results 
of the expertise are summarized and presented in table 1. 
 
Table 1. Changes of economic potential. (Source: calculation by the authors based upon the expertise data)  
   Elements of economic potentials m Δd Δp k 
I. Assessment of marketing potential   0,042 - 
   1.1. Market share 0,161 0,029 - - 
   1.2. Sales volume 0,179 0,032 - - 
   1.3. Competitiveness of services 0,314 0,079 - - 
   1.4. Volume of orders 0,189 0,011 - - 
   1.5. Marketing expenses 0,157 0,029 - - 
2. Assessment of production potential   0,074 - 
   2.1. Level of usable capacity 0,200 0,039 - - 
   2.2. Level of functional depreciation of equipment 0,154 0,007 - - 
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 2.3. Application of organizational methods for cost 
reduction 0,243 0,104 
- - 
   2.4. Product profitability 0,250 0,143 - - 
   2.5. Diversification of activities 0,154 0,025 - - 
3. Assessment of innovative potential   0,009 - 
   3.1. Research and development expenses 0,254 0,014 - - 
   3.2. Patent protection of inventions 0,229 0,000 - - 
   3.3. License, patent, know-how acquisition expenses 0,200 0,014 - - 
   3.4. Income from sale of personal licenses and patents 0,150 0,011 - - 
   3.5. Number of people engaged in R&D 0,168 0,004 - - 
4. Assessment of labour potential   0,058 - 
   4.1. Labour turn-over 0,204 0,036 - - 
   4.2. Moral assessment of goodwill 0,154 0,021 - - 
   4.3. Performance 0,214 0,074 - - 
   4.4. Age composition of personnel 0,182 0,011 - - 
   4.5. Level of organization of work 0,246 0,121 - - 
5. Assessment of passionarity potential (ability to stand 
stress adding value to economic entity)   0,064 
- 
   5.1. Qualification of the manager 0,304 0,036 - - 
   5.2. Moral assessment of goodwill 0,179 0,021 - - 
   5.3. Company age 0,096 0,000 - - 
   5.4. Company culture 0,161 0,030 - - 
   5.5. Management technologies 0,261 0,171 - - 
1. Assessment of marketing potential - - 0,042 0,207 
2. Assessment of production potential - - 0,074 0,232 
3. Assessment of innovative potential - - 0,009 0,193 
4. Assessment of labour potential - - 0,058 0,196 
5. Assessment of passionarity potential - - 0,064 0,171 
Resulting assessment (ΔL) 0,053 
The analysis of the results show that ΔL =0. 053 (ΔL>0), which means that using the proposed FMS 
overall economic potential will grow. The results of the expertise demonstrate that using APH and 
evaluation of EP changes of a company to implement sociological research methods it is possible to assess 
the effectiveness of introduction of the improved financial management system proposed by the authors. 
The results of the expertise provide sufficient information to make a well-grounded decision on application 
of the designed financial management system of the company. This, in turn, speaks of the trueness of the 
hypothesis (2). 
Conclusions 
The key results of the conducted research are as follows: 
(1). The essence of the proposed method to assess the effectiveness of financial management system on the 
basis of an expertise-oriented evaluation approach is the necessity to apply three stages in succession: 
search for and screening of experts, preparation of expert interviews and conduction thereof, and analysis 
and evaluation of the expertise results.  
  (2). Relevance of application of the expertise-oriented evaluation approach in assessing effectiveness of 
the developed financial management system has been proven in this research by proving the advanced 
hypotheses. 
(3). Using the expertise-oriented method in the analysis of the specific situation, i.e. in the attempt to assess 
the effectivenessof financial management system designed by the authors for a multi-business company it 
can be concluded that this method in combination with analytical hierarchy process (AHP) and evaluation 
of changes in economic potential (EP) allows the authors to prove the strategic advantages of the improved 
financial management system over the existing system. Therefore, this approach could be very useful in a 
company’s strategic planning.  
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